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against the dealer, to reduce or elimi-
nate the lender’s loss in the event of 
foreclosure or repossession. Such re-
course provision shall specify that, for 
a default occurring within a period of 
not more than three years from the 
date of the loan, the dealer shall reim-
burse the lender for a fixed percentage 
of the unpaid amount of the loan obli-
gation, after deducting the proceeds 
from the sale of the property and any 
amounts received or retained by the 
lender after the date of default. How-
ever, the extent of the dealer’s liability 
may not exceed 100 percent of the un-
paid amount of the loan obligation 
prior to such deductions. When a claim 
is filed, the lender shall notify the Sec-
retary if the loan was subject to a re-
course agreement and whether the re-
course agreement has been honored. If 
without the lender’s approval a dealer 
has failed to honor its recourse obliga-
tion, the lender shall notify the Sec-
retary and shall assign the recourse ob-
ligation to the Secretary in filing an 
insurance claim. 

(Approved by the Office of Management and 
Budget under control number 2502–0328) 

[50 FR 43523, Oct. 25, 1985, as amended at 56 
FR 52433, Oct. 18, 1991; 61 FR 19799, May 2, 
1996; 66 FR 56420, Nov. 7, 2001] 

§ 201.28 Flood and hazard insurance, 
and Coastal Barriers properties. 

(a) Flood insurance. No property im-
provement loan or manufactured home 
loan shall be eligible for insurance 
under this part if the property securing 
repayment of the loan is located in a 
special flood hazard area identified by 
the Federal Emergency Management 
Agency (FEMA), unless flood insurance 
on the property is obtained by the bor-
rower in compliance with section 102 of 
the Flood Disaster Protection Act of 
1973 (42 U.S.C. 4012a). Such insurance 
shall be obtained at any time during 
the term of the loan that the lender de-
termines that the secured property is 
located in a special flood hazard area 
identified by FEMA, and shall be main-
tained by the borrower for the remain-
ing term of the loan, or until the lend-
er determines that the property is no 
longer in a special flood hazard area, or 
until the property is repossessed or 
foreclosed upon by the lender. The 
amount of such insurance shall be at 

least equal to the unpaid balance of the 
Title I loan, and the lender shall be 
named as the loss payee for flood insur-
ance benefits. 

(b) Hazard insurance. No manufac-
tured home purchase loan or combina-
tion loan shall be eligible for insurance 
under this part unless hazard insurance 
on the manufactured home is obtained 
by the borrower and the lender is 
named as a loss payee of insurance ben-
efits. Such insurance shall be main-
tained by the borrower for the full 
term of the loan or until the property 
is repossessed or foreclosed by the lend-
er, and in an amount at least equal to 
the unpaid balance of the loan, except 
that the amount of insurance coverage 
shall be not less that the actual cash 
value of the home where State law pre-
cludes a higher amount. If the bor-
rower fails to maintain such insurance, 
the lender shall obtain it at the bor-
rower’s expense. If the home is not in-
sured against hazards and sustains 
damage which would normally be cov-
ered by such insurance during the bor-
rower’s ownership, the appraised value 
of the home for claim purposes will be 
adjusted in accordance with 
§ 201.51(b)(3). Upon acquiring title to 
the property through repossession or 
foreclosure, the lender shall maintain 
hazard insurance upon the property in 
the amount prescribed above until its 
disposition and sale. 

(c) Coastal barriers properties. No title 
I insurance shall be made available 
under this part for any property im-
provement loan or manufactured home 
loan except pursuant to a loan applica-
tion approved before October 18, 1982, 
with respect to any property within 
the Coastal Barriers Resources System 
established by the Coastal Barriers Re-
sources Act (16 U.S.C. 3501). 

[50 FR 43523, Oct. 25, 1985, as amended at 51 
FR 32060, Sept. 9, 1986; 53 FR 10537, Mar. 14, 
1989; 54 FR 36265, Aug. 31, 1989; 61 FR 19799, 
May 2, 1996] 

§ 201.29 Ineligible participants. 

No loan may be insured under this 
part where the lender has been advised 
in writing by HUD or otherwise knows 
that any participant in the transaction 
as a dealer, home manufacturer, con-
tractor, supplier, or broker, or as its 
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